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OATH OR AFFIRMATION

Salvatore Risi swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Koyote Trading LLC as

of December 31 20 12 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Gail Parker
________

Notary Public State of New York

NO 01 PA6126374 Signature

Qualified in New York County Chief Financial Officer

Commission Expires May 02 20j
Title

Pa
Notary Public
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Statement of Income Loss
Statement of Cash Flows
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Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3
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Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

tEl An Oath or Affirmation

copy of the SIPC Supplemental Report Bound under separate cover

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Independent auditors report on internal control
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McGladrey LLP

McGladrey

Independent Auditors Report

To the Member

Koyote Trading LLC

New York New York

Report on the Statement of Financial Condition

We have audited the accompanying statement of financial condition of Koyote Trading LLC the Company
as of December 31 2012 that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of

1934 and the related notes to the statement of financial condition

Managements Responsibility for the Statement of Financial Condition

Management is responsible for the preparation and fair presentation of this statement of financial condition in

accordance with accounting principles generally accepted in the United States of America this includes the

design implementation and maintenance of internal control relevant to the preparation and fair presentation

of the statement of financial condition that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this statement of financial condition based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the statement of financial condition is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

statement of financial condition The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the statement of financial condition whether due to fraud

or error In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the statement of financial condition in order to design audit procedures

that are appropriate in the circumstances but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control Accordingly we express no such opinion An audit also

includes evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the statement

of financial condition

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

Opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects

the financial position of Koyote Trading LLC as of December 31 2012 in accordance with accounting

principles generally accepted in the United States of America

/447
New York New York

February 28 2013

Member of the RSM International network of independent accounting tax and consulting firms



Koyote Trading LLC

Statement of Financial Condition

December 31 2012

ASSETS

Cash 2563

Securities Owned at fair value 93758503

Furniture and Equipment at cost less accumulated depreciation of $1954118 139971

Other Receivables 308436

Prepaid Expenses 52546

Total assets 94262019

LIABILITIES AND MEMBERS CAPITAL

Liabilities

Securities sold short at fair value 17085050

Management fee payable 4699819

Due to clearing broker 39491806

Accounts payable and accrued expenses 586964

Total liabilities 61863639

Members Capital 32398380

Total liabilities and members capital 94262019

See Notes to Statement of Financial Condition



Koyote Trading LLC

Notes to Statement of Financial Condition

Note Organization and Summary of Significant Accounting Policies

Organization and Business Koyote Trading LLC the Company was initially organized under the name of

Turbo Trading LLC as Delaware limited liability company in December 2008 The Company changed its

name in September 2009 and commenced operations as registered broker-dealer in October 2009 The

Company is single-member limited liability company The Companys only member is its managing member

Koyote Capital Group LLC the Managing Member direct wholly owned subsidiary of Schottenfeld Group

Holdings LP The Company trades securities for its own account The Company clears all of its transactions

through correspondent broker Goldman Sachs Execution and Clearing L.P GSEC on fully disclosed

basis The Company operates under the provisions of Paragraph k2ii of Rule 5c3-3 of the Securities

and Exchange Commission the SEC and accordingly is exempt from the remaining provisions ot that

rule

Except as otherwise expressly provided in the Delaware Limited Liability Company Act the Delaware Act
the debts obligations and liabilities of the Company shall be solely the debts obligation and liabilities of the

Company and the Managing Member shall not be obligated for any such debt obligation or liability of the

Company solely by reason of being member Except as otherwise expressly provided in the Delaware Act

the liability of each member shall be limited to the amount of capital contributions if any required to be made

by such member in accordance with the provisions of the Limited Liability Company Operating Agreement

the Agreemenh but only when and to the extent the same shall become due pursuant to the provisions of

that Agreement

Fair Value Measurements Financial Accounting Standards Board FASB Accounting Standards

Codification ASC Topic 820 ASC 820 Fair Value Measurements and Disclosures defines fair value

establishes fair value hierarchy based on the quality of inputs used to measure fair value and provides for

disclosure requirements for fair value measurements Fair value is the price that would be received to sell an

asset and paid to transfer liability in an orderly transaction between market participants at the measurement

date The Company utilizes valuation techniques to maximize the use of observable inputs and minimize the

use of unobservable inputs Assets and liabilities recorded at fair value are categorized based upon the level

of judgment associated with the inputs used to measure their value The fair value hierarchy gives the highest

priority to quoted prices in active markets for identical assets or liabilities Level and the lowest priority to

unobservable inputs Level Inputs are broadly defined as assumptions market participants would use in

pricing an asset or liability The three levels of the fair value hierarchy are

Level Quoted market prices in active markets for identical assets and liabilities

Level Observable market-based inputs or unobservable inputs that are corroborated by market

data

Level Unobservable inputs that are not corroborated by market data

In addition ASC 820 requires enhanced disclosure about fair value measurements The adoption of ASC 820

did not have material impact on the Companys financial statements

At December 31 2012 securities owned of $93758503 consisted of $91597128 of equities $822625

of purchase options and $1338750 of debt Securities sold short of $17085050 consisted of $16921360
of equities and $163690 of written options Options are valued at the mean between the bids and ask prices

The resulting unrealized gains and losses related thereto are reflected in revenue Such securities are actively

traded on securities exchanges and are valued at quoted prices All of the securities owned and securities

sold short are classified as Level within the fair value hierarchy For the year ended December 31 2012
there were no significant transfers among Levels and during the year



Koyote Trading LLC

Notes to Statement of Financial Condition

Note Organization and Summary of Significant Accounting Policies Continued

Due to Clearing Broker Due to clearing broker includes cash balances with GSEC and the net of amounts
receivable and payable for securities transactions that had not settled as of December 31 2012 Based on its

clearing agreement with GSEC the Company is required to maintain accounts at the broker with minimum
value of $1250000 The Company may obtain short-term financing from their clearing broker by borrowing

against its proprietary inventory positions subject to collateral maintenance requirements

Revenue Recognition Trading profit and loss on principal transactions commission income and expense
related clearing expenses and all other securities transactions are recorded on trade-date basis Trading

gains and losses are determined using the identified cost method Interest income and expense are recorded

on the accrual basis Dividend income and expense are recognized on the payable date

Furniture and Equipment Furniture equipment and software development are recorded at cost Depreciation

of furniture and equipment is computed using the straight-line method over the estimated useful life of the

assets

Use of Estimates The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenues and expenses during the reporting

period Actual results could differ from those estimates

Subsequent Events The Company has evaluated subsequent events for potential recognition and/or

disclosure through the date this financial statement was issued noting none

Recently Adopted Accounting Pronouncement In May 2011 the FASB issued Accounting Standards Update

ASU 2011-04 Amendments to Achieve Fair Value Measurement and Disclosure Requirements in U.S
GAAP and IFRSs ASU 2011-04 amended ASC 820 Fair Value Measurements and Disclosures to converge
the fair value guidance in GAAP and International Financial Reporting Standards IFRSs Some of the

amendments clarify the application of existing fair value measurement requirements while other amendments

change particular principle in ASC 820 In addition ASU 2011-04 requires additional fair value disclosures

The amendments are effective for annual periods beginning after December 15 2011 .The adoption did not

have material impact on the financial statements

In June 2011 the FASB issued new guidance that requires an entity to present the total of comprehensive

income the components of net income and the components of other comprehensive income either in single

continuous statement of comprehensive income or in two separate but consecutive statements An entity is

required to present each component of net income along with total net income each component of other

comprehensive income along with total for other comprehensive income and total amount for

comprehensive income This update eliminates the option to present the components of other comprehensive

income as part of the statement of changes in members equity This guidance was effective for annual

periods beginning on or after December 15 2011 applied prospectively The Companys effective date was

January 2012 The adoption of this guidance did not have an impact on the financial position or results of

operations

Recently Issued Accounting Pronouncement In December 2011 the FASB issued new guidance that

requires an entity to disclose information about offsetting and related arrangements to enable users of its

financial statements to understand the effect of those arrangements on its financial position This guidance is

effective for annual and interim periods beginning on or after January 2013 An entity should provide the

disclosures required by those amendments retrospectively for all comparative periods presented Since this

pronouncement is disclosure related the adoption of this guidance is not expected to have material impact

on our financial position or results of operations



Koyote Trading LLC

Notes to Statement of Financial Condition

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Commission uniform net capital rule Rule 15c3-1
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness

to net capital both as defined shall not exceed 15 to At December 31 2012 the Company had net capital

of $9791982 which was 9439530 in excess of its required net capital of $352452 The Companys net

capital ratio was .5399 to

Note Income Taxes

No provision has been made for federal and state income taxes since these taxes are the responsibility of the

member The Company is subject to New York City unincorporated business tax

FASB ASC Topic 740 ASC 740 Income Taxes formerly FASB Interpretation No 48 provides guidance

for how uncertain tax positions should be recognized measured disclosed and presented in the financial

statements This requires the evaluation of tax positions taken or expected to be taken in the course of

preparing the Companys tax returns to determine whether the tax positions are more likely than not of being

sustained when challenged or when examined by the applicable tax authority Tax positions deemed not to

meet the more-likely-than-not threshold would be recorded as tax expense and liability in the current year
For the year ended December 31 2012 management has determined that there are no uncertain tax

positions The Company is not subject to examination by U.S federal state or local tax authorities for tax

years before 2009

Note Related Party Transactions

The Company has an expense-sharing agreement with two affiliated entities Schottenfeld Group LLC and

Roadrunner Capital Partners LLC both entities having common ownership Roadrunner Capital Partners

LLC is the lessee and obligor on the premises lease for the office facilities partially occupied by the Company
Schottenfeld Group LLC makes available to the Company administrative and managerial resources in order

to conduct its day-to-day operations Pursuant to the agreement the Company will make payment for certain

direct costs For the year ended December 31 2012 the Company incurred occupancy expenses of

$668000

Note Furniture and Equipment

At December 31 2012 furniture and equipment consisted of

Estimated

Cost Lives

Office equipment furniture and fixtures 1537913 to years

Telecommunications equipment 420251 years

Software 135925

2094089

Accumulated depreciation 1954118

139971



Koyote Trading LLC

Notes to Statement of Financial Condition

Note Subordinated Loan

The $3000000 subordinated borrowing which consisted of an interest rate of prime plus 2% and was from

Goldman Sachs Credit Partners LP an affiliate of the Companys correspondent broker under

subordinated loan agreement had expired on December 16 2012

Note Financial Instruments and Risk

In the normal course of its business the Company enters into transactions in various financial instruments

including derivatives held or issued for trading purposes These transactions include securities sold short and
the purchase and writing of equity and index option contracts that subject the Company to market risk and

credit risk

Market risk represents the potential loss that can be caused by increases or decreases in the fair value of

investments due to market fluctuations Credit risk represents the potential loss that would occur if

counterparties fail to perform pursuant to the terms of their obligations

Securities sold short represent obligations of the Company to deliver the underlying securities sold Option

contracts provide the holder with the right but not the obligation to purchase or sell financial instrument at

specific price before or on an established date The CompanVs ultimate obligation on open short positions or

written option contracts may exceed the amount recognized in the statement of financial condition

All securities owned and securities sold short reflected in the statement of financial condition are held by the

Companys clearing broker and are subject to margin requirements The Company is subject to credit risk to

the extent that its clearing broker is unable to fulfill its contractual obligations In the event of brokers

insolvency recovery of cash on deposit may be limited to account insurance or other protection afforded such

deposits

The Company maintains cash deposits in bank accounts which at times may exceed federally insured limits

The Company has not experienced any losses in such accounts and believes it is not exposed to any
significant credit risk

At December 31 2012 the Company held 5845 purchased options contracts and had written 1327 options

contracts This is indicative of the level of derivative activity during the year


